Prepared: American Embassy 
May 6, 1972 NEW DELHI 
Frequency: Semiannual 

Supersedes: ET 71-123 

Received in Washington: 


5/10/72 


INDIA 


TABLE OF CONTENTS 


« Ea ec. hg ctryry/ ; 
, nant . ey ‘. ee ef 7 ii 
KEY BCONOMIC apf, | M UV OROLLT LI 


yet 
SUMMARY 2 


CURRENT ECONOMIC SITUATION AND TRENDS 


Nn 


A Status Quo Budget for IFY 1972-73 
Record Crop Prospects 

Widening Balance of Trade 

Foreign Exchange Reserves 

Import "Canalization" Continued 
Industrial Revival Indicators 
Impact of Ideological Trends 


OW MWOON ADO 


IMPLICATIONS FOR THE UNITED STATES 


Trade Problems and Prospects 
Selective Investment Outlook 


For sale by the Superintendent of Documents, GPO, Washington, D.C., 20402. Annual Subscription, $15. Foreign Mailing, $6 additional. 
Single copies, 10 cents, available only from Sales & Distribution Branch, U.S. Department of Commerce, Washington, .D.C., 20230. 


Ld 





2 KEY ECONOMIC INDICATORS: INDIA 





All values in million US $ and end of Exchange Rate: US $ 1.00 = Rs. 7.50p 
IFY (April-March) unless otherwise (Indian Fiscal Year April-March) 
specified. C % Change 
1369-70 197 satire OB 
INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 48,040 52,920 57,373% + 8h 
GNP at Constant (1960-61) Prices 27,920 29,351 30,599 + 4.3 
Per Capita GNP at Current Prices eee 89.4 96.2 101,.7* + 567 

National Income at Current Prices 41,5605 NA NA —_ 
National Income at Constant (1960-61) Prices 235940 25,007*  26,007* + 4.0 
Per Capita National Income at Current Prices ($) 78.3 NA NA -- 
Per Capita National Income at Constant Prices a heed 15.4% L6.1* + 1.5 
Indices: 

General Index of Industrial Production (1960=100) 

(Av. for CY 1969, CY 1970 & Jan.-Nov. 1971) 172.5 180.8 185.1 + 2h 
Agricultural Production Index (1949-50=100) 170.8 182.2 189.1% + 3,8 
Foodgrain Production Index (1949-50=100) 168.6 182.7 191.5% + eS 
Number of Job Seekers on Live Register of Employ- 

ment Exchanges (Mil.)(At end 11/1969, 11/1970 & 

11/1971) 304 420 500 + 25.0 
MONEY AND PRICES 
eee ponerse lL C5516 9,515 10,739 + 12.9 
Public Debt Outstanding 17,836 18,724 20,160 + 1767 
External Debt 8,188 8,769 9,272 + 567 
External Debt Servicing (Debt/Sxports %) 29.21% 29.23% 28.13 = hel 
Discount Rate-Central Bank (Stepped-up from 5% to 

6% wef January 9, 1971) 5% 6% 6% a 
Indices: 

Wholesale Price Index — All Commodities (1961-62=100) 
(Av. for IFY 1969-70, IFY 1970-71 & IFY 1971-72) ss: 171.6 181.1 188.4 + he 


All-India Consumer Price Index-Industrial Workers 

(1960=100)(Av. for IFY 1969-70, IFY 1970-71 & 

IFY 1971-72) 177.0 186,0 192,0* + 3,2 
FOREIGN EXCHANGE RESERVES AND TRADE 
Gold and Foreign Exchange Reserves (At end IFY 1969- 


70, IFY 1970-71 & January 1972) 1,095 976 1,20, + 23,4 
Balance of Trade Deficit 225 120 387% + 222.5 
Total Indian Exports (FOB) 1,884 2,046 2,133* + 4.3 

Exports to the U.S. (IFY 1969-70, IFY 1970-71 & 

April-Sept. 1971) 317 276 187 _ 
Total Indian Imports (CIF) 2,109 2,166 2,520 + 16,3 

Imports from the U.S. (IFY 1969-70, IFY 1970-71 & 

April-August 1971) 623 595 261 ae 
(Main rts from U.S IFY 1970-71: Foodgrains-$ 162 m.; Machinery-$ 78 m.; 


Iron & Steel-$ 53 m.; Chemicals, incl, Drugs & Pharmaceuticals-$ 53 m.; Raw Cotton- 
$ 38 m.; Soybean Oil-$ 26 m.; Non-ferrous Metals & mfrs, thereof-$ 28 m,; Trahsport 
Equipment-$ 24 m.; Tallow-$ 20 m,; Fertilizers-$ 14 m.; Wood Pulp-$ 14 m,) 


* Provisional 


Sources: 1, Reserve Bank of India Bulletins; 2. GOI Economic Survey for IFY 1971-72; 
3. Monthly Statistics of the Foreign Trade of India. 





SUMMARY 


Increasing national assertiveness and a renewed determination to 
accelerate the attainment of economic self-reliance are the two 
dominant aspects of the current Indian scene. With a stunning two- 
thirds majority in the parliamentary election a year ago; a decisive 
military victory over Pakistan in December last leading to the birth 

of the new state of Bangladesh; and the recent sweeping electoral 
triumph in 16 state legislatures, Prime Minister Indira GANDHI today 
commands India as no other prime minister has since the first euphoric 
years of independence. However, these impressive political successes 
which have brought much-needed domestic stability, have also increased 
the government's economic and social obligations to the vast sections 
of India's under-privileged population. 


Indian fiscal year 1971-72 (April-March) saw the already hard-pressed 
Indian economy further strained by the influx of nearly ten million 

East Pakistan refugees and the inescapable cost of a general mobilization 
and hostilities with Pakistan. Continuing budgetary deficits and the 
increasing balance-of-trade gap, the anticipated squeeze on development 
caused by the partial suspension of United States non-project aid, 
slackening industrial activity, increasing unemployment and urban 
discontent together with the drain caused by India's rehabilitation 
commitment to Bangladesh, have all brought the realization among Indian 
decision makers that one of the most urgent problems confronting the 
economy is the revival of industrial growth. In this economic climate, 
agriculture has been the only standout performer in the entire economy 
giving some tangible hope to India's urge for self-reliance. 


The uncertain foreign aid outlook has compelled the Government of India 
(GOI) to reconsider the potential role of the industrial sector of the 
economy; to recast future development plans based on a reduced level 








of external resources; and to think about how it can extend to the rest 
of India the “green-revolution" which has occurred mainly in the 
north-western states. At the same time, Indiadoes not see the 
post-war era entirely in terms of a severe drain on its economy but 
expects to reap some sizable economic and political benefits from the 
successful conclusion of the December conflict and the creation of 
Bangkdesh. 


Despite the various disquieting elements, many domestic and foreign- 
owned companies are reporting increased business, higher profits, 

and some additional investments. American and other foreign concerns, 
attracted by the sheer size and profit potential of the Indian market, 
are investigating possible investment opportunities — including joint 
ventures with public sector enterprises. On the other hand, some 
domestic and foreign firms hesitate to commit themselves further until 
the GOI economic policies are clarified. 


The expectation, therefore, is that the Indian economy will continue to 
grow at a slow pace, but not nearly as fast as its natural resources, 
human skills and under-utilized industrial plants are capable of doing. 
The period just ahead will be far less exciting politically but, in 
economic terms, it could prove much more significant for the future 

of the country. 





A, CURRENT ECONOMIC SITUATION AND TRENDS 





The ruling Congress Party's overwhelming majority in Parliament 
enabled Prime Minister Indira GANDHI to have constitutional amend- 
ments passed giving Parliament power to change any part of the 
Constitution and abolishing the fundamental right of "compensation" 
for private assets taken over by the state. Parliament took away the 
special privileges of the former princes and the government began 
contemplating control of independently-owned newspapers and the 
imposition of ceilings on urban and rural property holdings. These 
political “gains” do not detract, however, from the government's 
failure to take meaningful steps towards resolving social and 
economic problems which now can no longer be blamed on entrenched 
conservative elements within the ruling party. These problems 
include rapid growth of population, as yet little checked by birth con- 
trol programs; a depressed savings ratio; slow growth of industrial 
output; increasing income disparities and damaging indiscipline among 
the higher-paid and better-organized sections of labor; and a trade gap 
which widened again after an encouraging period of contraction. The 
number of unemployed and underemployed, generally estimated to be 
20 million or more, continued to grow. Investments by the public 
sector were lower than planned. Private investment in small enter- 
prises and agriculture, especially in the Punjab, improved, but the 
rate of new private investment in large-scale industry declined -- 
partly as a result of new licensing policies designed to restrict the 
growth of large industrial houses and foreign-controlled companies. 
There were extensive under-utilization of plant capacity and shortages 
of commodities such as paper, cement, cloth, and sugar, and of 
industrial materials, notably steel. Output in the large public-sector 
integrated plants continued to decline due both to labor unrest and 
mismanagement. There were also bottlenecks in power supply and 
transport, especially on the government-owned railways, which ran 
increasingly into the red and had to cut back capital spending, thus 
further reducing industrial employment. 


The economy, however, continues to benefit from increased agricultural 
inputs and favorable climatic conditions which augur well for foodgrains 


production. If the agrarian prospects are realized there is a consensus 
within and without the government that the Indian economy is poised for 


growth. Although Indian support for Bangladesh may prove burdensome, 
sizable economic advantages are expected from its creation, in 
particular less abrasive competition for jute sales in overseas markets, 








a new outlet for Indian coal and cheap consumer goods, and improved 
supplies to India of fish and raw jute. 


The current mood of the business community is one of cautious 
optimism. Heartened by the suppression of terrorism in industrially 
important West Bengal, the return of political stability, relative calm 
in labor-management relations, and growing indications that the 
government plans to provide conditions for the revitalizing of the 
industrial economy, both private enterprise and public sector manage- 
ments reflect increasing confidence and assurance. Some issues still 
remain unresolved, notably the GOI licensing policy; foreign exchange 
availability; the status of foreign and domestic insurance firms 
(currently under GOI management); continued threats of nationalization 
of the foreign oil companies; and failure to renew a motion picture 
distribution agreement. Consequently, many private sector firms, 
Indian as well as foreign-owned, have deferred new investments or 
expansion pending clarification of current politico-economic and 
social trends, which appear to inhibit if not preclude a larger role by 
private enterprise in India. 


A Status Quo Budget for IFY 1972-73 


The GOI budget for IFY 1972-73, which was presented to Parliament 
on March 16, appears to be unusually bland and conservative. This 
is not unreasonable in view of uncertain aid and debt relief prospects 
and the budget can be praised for targeting increased spending for 
programs of economic development and social welfare. Nonetheless, 
opportunities to introduce: much needed reforms in India's tax regime 
-- administrative reform, extension of income tax to agriculture, and 
removal of irrationally high income tax rates -- were not taken. 


The proposed budget deficit appears to be distinctly non-inflationary, 7 
thereby preserving a stable monetary framework. In fact, if there is 

a significant narrowing of the deficit through some combination of 

under-spending or excess revenue collection, the budget could prove 

to be deflationary. Thus, the IFY 1971-72 growth of money supply 


(12.9 percent) is not likely to be equalled this year and if there is 
some easing in the tight supply of agriculture and industrial raw 
materials, it is likely that there will be only minimal inflation. 


Record Crop Prospects 


Foodgrain production for the 1971-72 crop year (July to June) is 
estimated at a record 112 million tons, as against 107.8 and 99.5 





million tons in the two preceding years. This has been possible 
because of a generally satisfactory monsoon plus the introduction of 
modern practices and the application of high-yielding varieties over 
increased acreages. The production of jute, mesta, cotton, rapeseed, 
and mustard is also considerably higher in the current season. Pro- 
duction of some other commercial crops, such as groundnut, sugarcane, 
and pulses (important as a source of protein) declined. The 1971-72 
cotton crop is expected to be about 1.3 million bales higher than the 
1970-71 production of 5.3 million bales of 180 kg. each. Develop- 
ment of new varieties, such as Hybrid-4 and MCU-5, and the 
cultivation of cotton in the newly irrigated areas served by the 
Rajasthan Canal, and the Tungabhadra and Nagarjunasagar projects 

is expected to contribute to a substantial rise in indigenous produc- 
tion and a cut-back in imports during the next two or three years. 


Fertilizer consumption, an important index of the tempo of progress 

in agriculture, is expected to increase by about 20 percent in 1971-72 
over the previous year, to a level of 2.6 million tons. The increase 
during 1970-71, however, was only 9.5 percent. 


Increased priorities for sustaining the momentum of the “green 
revolution" are being accorded in line with the imperatives of 
self-reliance. 


Widening Balance of Trade 


Preliminary estimates of India's trade balance during the Indian 
fiscal year which ended March 31, 1972, indicate that exports 
increased only 4.5 percent compared to 8.6 percent in IFY 1970-71, 
when they exceeded the Fourth Five Year Plan target of a 7 percent 
annual growth rate. But the growing need for raw materials and inter- 
mediate goods pushed imports up by about 1§.3 percent. As a result, 
India's excess of imports over exports during IFY 1971-72 is 
estimated at $387 million -- a 222.5 percent increase over the 
previous year's deficit. The continued decline in foodgrain imports 
of the past few years, as the "green revolution" continues to gain 
strength, was offset by rising demand for other import categories, 


notably steel, vegetable oil, tallow, and other raw materials to 
support the expected revival in industrial growth. Moreover, exports 


may have been inflated by $100 million as a result of Bangladesh jute 
exported through India during the political crisis of 1971. 


The loss that India would suffer because of the abolition of Common- 
wealth tariff preferences following Britain's forthcoming entry into the 





European Economic Community will, it is feared, affect India's 
exports to that major market in spite of the probable institution ofa 
system of generalized tariff preferences. Reflecting changing 
political and economic relationships, bilateral trade with the Soviet 
Union and East Europe and trade with other developing countries will 
be accorded a higher priority and will probably be substantially 
expanded t insure that future overall export objectives will not be 
jeopardized. 


Foreign Exchange Reserves 


India's foreign exchange reserves remained at a comfortable level 
during the first ten months of IFY 1971-72. In January 1972, India 
received the third allocation of SDR's worth $103 million which 
boosted its total reserves at the end of that month to a level of 
$1,204 million. While this figure compares favorably with the level 
of $1,062 million at the end of January, 1971, subtracting the $103 
million in SDR's and the appreciated rupee values of reserves as of 
November 1971 would reflect a deterioration. The costs of the 
December war with Pakistan, lower level of Indian exports, the 
necessity for increased imports of equipment and raw materials, and 
the need to cover the foreign aid gap out of free foreign exchange 
resources probably will depress the level of foreign exchange 
reserves in coming months. Nevertheless reserves are adequate for 
immediately foreseeable requirements and to meet the most critical 
import needs. 


Import “Canalization” Continued 


Under the new Indian import policy for IFY 1972-73 announced April 
3, fifty-six new items have been added to the list of commodities to 
be “canalized" or purchased only by state trading agencies; one 
hundred and sixty items have been added to the list of banned 
imports; and eighty-seven items hitherto freely imported are now 
restricted. With the expansion of the “canalized" list the value of 
additional imports by public sector agencies is expected to increase 
by approximately Rs. 1,000 million ($133 million) over that of the 
previous fiscal year. According to GOI sources, approximately 70 
percent of India's total imports are handled through public sector 
agencies. 
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Industrial Revival Indicators 


The Indian economy growth rate slowed down in IFY 1971-72. The 
growth of national income was only 4 percent compared to the Fourth 
Five Year Plan target of a 5.5 percent annual rate. This was the 
lowest growth rate since IFY 1968-69 when national income rose 
only 2.4 percent. Overall plan targets are not being achieved and 
sectoral contributions to the growth of national income are not pro- 
ceeding according to the pattern envisaged. While agricultural 
production continued its growth, the industrial sector of the economy 
relapsed into a state of relative stagnation. From the middle of 1970 
there has been a distinct slowing down in the growth of industrial 
production. During IFY 1970-71, the industrial growth rate was only 
about 3.7 percent compared to 6.8 percent during IFY 1969-70 and 
the Fourth Five Year Plan target of an average annual increase of 

8 to 10 percent. In the first 11 months of calendar 1971 industrial 
production expanded only 2.4 percent over that of calendar 1970 and 
is expected to increase by no more than 4 percent during IFY 1971-72. 


Available economic and commercial indicators now point to a rising 
trend in private industrial activity. Data on the incorporation of 
new companies, industrial licenses issued and licenses granted for 
the importation of new capital machinery and equipment by the GOI, 
the volume of new stock issues, and credits advanced to the 

private corporate sector by the industrial finance lending institutions 
all jointly and severally indicate an up-curve in private investment 
in the industrial field. 


The number of new joint-stock companies registered during IFY 
1970-71 was higher by 27.6 percent and their proposed share capital 
was up by 22.0 percent over the previous year. The number of new 
joint-stock company registrations was 1,927 in 1970-71 -- 85 
percent higher than such registrations in IFY 1967-68. Their 
authorized capital of Rs. 3,331 million ($444 million) was higher by 
87 percent. 


The number of letters of intent and industrial licenses issued have also 
been rising gradually since calendar year 1968 even though the cate- 
gories in which licenses are required has been somewhat liberalized. 
In 1969, the number of industrial licenses issued was 221; in 1970, it 
increased to 363. During 1971, industrial licenses issued rose to 61l. 
The value of licenses issued for the import of capital goods increased 
from Rs. 730 million ($97 million) in fiscal 1969-70 to Rs. 1,270 








million ($170 million) in IFY 1970-71. During the nine months April- 
September, 1971, the value amounted to Rs. 1,200 million ($160 
million) as compared to only Rs. 630 million ($84 million) for the 
corresponding period of 1970. 


Another important indicator of industrial activity in the private corpo- 
rate sector is the volume of capital raised in the market through new 
stock issues. Notwithstanding the limitations of available data and 
the fact that capital profits have been depressed for a decade, the 
trends in proposed outlays, total capital issued to the public and the 
latter's response provide valuable barometers for industrial expansion. 


Impact of Ideological Trends 


In India, economic decision-making continues to be influenced by 
popular socio-political ideological concepts. Economic and indus- 
trial policy decisions often overlook the advantages of economies 

of scale and the disciplines of the marketplace because of the 
government's preoccupation with bringing about "social justice and 
equality”. The GOI hopes to achieve this objective by reducing 

the concentration of economic power and diffusing the benefits of 
authorized increases in production on the widest possible basis, 
both geographically and socially. These considerations have some- 
times led to the licensing and establishment of uneconomic industrial 
units. The larger Indian industrial houses and foreign-controlled 
companies, which have the necessary material and managerial 
resources for generating rapid production, have been excluded from 
further expansion in all but a limited area of capital intensive indus- 
trial activity. The general thrust of this policy may be expected to 
continue if the statement made by Prime Minister GANDHI in April, 
while inaugurating the annual session of the Federation of Indian 
Chambers of Commerce and Industry, is any indication. At that time 
the Prime Minister, who also chairs the newly-formed special 
Economic Policy Committee of the Cabinet, said that the primary 
concern of development need not be the maximum increase of the GNP 
which “must be considered only as one component of a multi-dimen- 
sional transformation of society." But, in another speech, she 


acknowledged that the “direction (of economic development) which 
we have taken in all good faith is not perhaps entirely adequate to 


meet the needs of our people.” While these apparent policy 
contradictions remain to be rationalized economic decisions will 
probably continue to be dominated by ad hoc actions. 
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On the subject of nationalization of private industry, the Prime 
Minister has indicated that the government was neither averse to nor 
afraid of nationalization but that it would be resorted to only “if 
there is evidence that it (industry) is being managed to the detriment 
of the national interest.” In spite of this and other earlier assur- 
ances, two dramatic new nationalization steps were taken by the 
GOI. The first was the takeover of the 214 coking coal mines, in 
the Eastern India coal bearing belt, in the name of rationalization 
and of conservation of limited resources but in contradiction of the 
government's dedication to support small sector enterprises. The 
second was the takeover of the Indian Copper Corporation, India's 
only copper producer. It was a well-run, profitable company whose 
only evident offense was success. 


The recent slump in industrial production has further strengthened the 
government's resolve to expand the concept of the “joint sector” in 
which private business, either Indian and/or foreign, is joined with 
Central and State Governments, pooling their managerial and 
financial resources, in the establishment of industrial enterprises. 
The GOI is making no secret of the fact that it would like more 
projects to fall within the framework of this sector and, reportedly, 
does not hesitate to exercise both persuasion and pressure to get 
Indian entrepreneurs to seriously consider this possibility. 

Innocenti of Italy is already negotiating with the GOI for the estab- 
lishment of a “joint sector", large-scale, manufacturing facility in 
India for the production of motor scooters. There are also indications 
that the GOI plans to permit the manufacture of certain consumer 
products in the public sector. This attitude has led to a sense of 
some uneasiness in the private sector. 


In February 1972 the GOI announced new guidelines on expansions 
and diversification in India by foreign-owned companies. Under 
these guidelines, companies in which the majority of shares are 
owned by foreigners will be permitted to expand capacity, provided 
they agree to raise from the Indian public, according to a fixed 
formula, a sizable part of the extra capital that may be necessary. 
The general intent of these guidelines is to dilute the level of 
foreign equity holdings in foreign-owned companies operating in 
India. Foreign subsidiaries in which the majority of the shares are 
already held by Indians will be permitted to expand on the same 
basis as the larger Indian industrial houses -- dependent on individual 
circumstances and subject to government authorization on merit. 
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Private foreign capital investment has tended to trail off in recent 
years because of political uncertainties and partly because of the 
walls of red tape. The announcement of the guidelines reflects a 
cautious move by the GOI to outline a consistent policy for the 
future growth of private foreign capital already in India and to min- 
imize the scope for bureaucratic discretion and indecision. The 
Government of India has also indicated, on several occasions, that 
it would be more liberal in approving investments by foreign firms 
that manufacture or assemble products for export. As an exception 
to the generally restrictive approval policy toward foreign ownership, 
such export-oriented firms may be permitted to have a majority 
equity position -- or even 100 percent ownership -- depending upon 
the proportion of output that is exported. Meanwhile, the whole 
foreign investment perspective could alter as the result of a reported 
Soviet move to enter into joint ventures with private Indian companies. 
Whether this initiative will mark a shift in the pattern of India's 
future industrial development, however, remains to be assessed. Of 
the 3,436 Indo-foreign joint ventures approved by the GOI between 
1957 and 1971, only a handful, primarily licensing and technical 
know-how agreements, are with East European countries. 
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B. IMPLICATIONS FOR THE UNITED STATES 


Trade Problems and Prospects 


Commercial opportunities in the next six months will be minimal. 

Until a new pattern in Indo-US relations and the directions of the new 
self-reliance theme emerge from the current confusion, only indispensible 
items for which the US is the sole or unquestionably the most competitive 
supplier are hopeful of a market. For the foreseeable future the 

prospects for US exports to India will be largely dependent upon the 
concentration of sales efforts on the government trading organizations. 


During CY-1971 USAID-financed exports to India amounted to $232.3 
million. If, however, US exports to India are to be financed only by the 
GOI utilizing free foreign exchange and assistance obtained from others 
in the World Bank group, it is apparent that there will be a sharp decline 
in the level of US exports to India — a trend that is already becoming 
visible. During the past four years, India's free foreign exchange 
financed imports from the US averaged only about $200 million annually. 


Among products imported from the US that will be least affected by a 
continued suspension of USAID non-project assistance are nonferrous 
metals, wood pulp, certain chemicals, high nutrient blended chemical 
fertilizers (particularly nitrogenous, potassium, and/or phosphatic 
fertilizers), certain types of machinery, and telecommunications 
equipment and components. In other cases, US multi-national 
corporations may be able to compensate for loss of American-source 
exports by having their overseas affiliates export products and components 
to India. This deflection of trade might even be supported through 
bilateral economic assistance programs between India and countries 
where such affiliates are located. 


Tf the Indian economy is approaching self-reliance in any sector, it is 
in the agricultural, primarily foodgrain, sector. Concessional sales of 
US cotton and vegetable oil, primarily soybean, in 1971 amounted to 

$28 and $38 million respectively, and even assuming the unavailability 
of PL-480 financing, imports would not likely rise above these amounts. 
India's annual requirement of tallow amounts to about 110,000 tons 

and virtually all of it (99 percent) was imported from the US in 1970 

and 1971. It is expected, however, that there will be a reduction in 

US sales of this commodity, because India's recent-year imports of 
tallow were financed by USAID non-project loan assistance. India has 
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sought to substitute various vegetable oils for tallow, but these 
substitutes will not meet near term requirements. Another commodity 
that India may import in substantial quantities from the US is 
fertilizers in which a shortfall of almost a million tons between 
domestic production and consumption is estimated during IFY 1972-73. 


Reportedly, India will receive more than $300 million in development 
assistance from the World Bank and IDA during the next three-four years. 
Therefore, US exporters will do well to avail themselves of export 
opportunities resulting from World Bank and IDA credits to India through 
more effective and competitive response to international tenders 

issued by GOI agencies. 


Selective Investment Outlook 


The accelerated emphasis on self-reliance could paradoxically offer 
opportunities for investment in indigenous production efforts requiring 
US technology and know-how, but almost certainly only through the 
avenues of minority shareholdings, “joint sector" projects, and 
export-oriented investments. The US businessman must be prepared 
for the irritations and bureaucratic controls inherent in doing business 
in India. The growing trend toward "joint sector" projects should not 
be underestimated by the US investor as a technique to reduce such 
irritations and to facilitate operations by making government a partner 
rather than a suspicious monitor. 


Many American firms already in the country are reporting increased 
business, higher profits and the granting of several new licenses. A 
few significant and major new investments are being investigated, 
including some in high technology areas of electronics, petro-chemicals, 
machine tools, and industrial machinery. Several of the larger American 
firms are actually in the process of using in-country resources and 
reserves for significant new expansions, including at least one in 
Eastern India. Yet many American companies are less optimistic over 
their future role in India and are deferring investment decisions. 


Forty-one foreign companies submitted equity investment proposals which 
were approved by the GOI during CY-1971. Of these proposals, 15 repre- 
sented investments by American firms. Apparently the 14 percent earnings 
ratio realized by US manufacturing firms in India has moderated the 
adverse effects of India's lethargic bureaucratic approval process and 


the restrictive policies affecting foreign ownership and management in India. 
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